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REVIEW OF THE MONTH
On May 1 the final increase of 14% percent
in member bank reserve requirements went
into effect, and as a consequence excess re-
serves declined by about $700,000,000, al-
though the total volume of
Recent banking member bank reserves at Fed-
developments ill T
eral Reserve banks showed
little change. In connection with the final
increase in requirements there was some
shifting of reserves among member banks,
effected principally by withdrawals of inter-
bank deposits and in small part by interbank
borrowings. Open-market rates on bankers'
acceptances and the average rate on weekly
sales of Treasury bills declined slightly in
May, while other open-market money rates
and rates on customers' loans showed little
or no change. High-grade bond prices, which
declined sharply in March and early April,
advanced somewhat in May, while stock
prices declined further.
Total deposits at weekly reporting member
banks continued to decrease in April and
May, reflecting declines in bankers' balances
and in United States Government deposits.
Other deposits, which had declined somewhat
in March, increased slightly in the following
weeks. Sales of securities by banks have
been the most important factor in accounting
for the decrease in deposits in recent months.
Member bank holdings of United States Gov-
ernment obligations continued to decline at
New York City banks during April and May,
but the decline was less rapid than in earlier
months, and holdings of other reporting
banks showed little change. Commercial
loans by banks increased further, although
after the first week of April the rapid growth
of previous weeks slackened.
After the May 1 increase in reserve re-
quirements member banks held excess re-
serves of more than $900,-
Reserve position 000,000, or about 16 percent
of member banks ' _.,
of required reserves. The
following table shows the reserve position of
the various classes of banks in the week end-
ing May 21 and changes since the last week
of January, covering the effects of both the
March and May increases in requirements.
Fluctuations in excess reserves at the various
classes of banks since the beginning of 1934
are shown on the chart on the next page.
RESERVE POSITION OF MEMBER BANKS
[Amounts in millions of dollars. Averages of daily figures,
partly estimated]
Class of bank
Central reserve city banks
New York
Chicago


















































The increase of approximately $180,000,-
000 in total reserve balances from the end of
January reflected principally purchases dur-
ing April of about $100,000,000 of United
States Government securities by the Federal
Reserve banks and declines in Treasury and
other nonmember deposits at the Reserve
banks, offset in part by an increase in money
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in circulation. The increase in required re-
serves was the result of the increased ratios
of requirements. As the consequence of this
increase, offset in part by the effects of a de-
crease in the amount of deposits and shifts in
their distribution among member banks of
the different reserve classifications, the ac-
tual addition to required reserves amounted
to about $1,390,000,000 and the decrease in
excess reserves to about $1,210,000,000. Dur-
ing the week ending May 21 member banks
still had excess reserves of $940,000,000.
In the period covered by the table reserve
balances increased at reserve city banks and
country banks, reflecting in part withdrawals
of bankers' balances, while reserves of New
York City banks declined and those of Chi-
cago banks showed little change, notwith-
standing substantial liquidation of investment
holdings by banks in these cities. The ratios
of excess reserves to required reserves in the
week ending May 21 ranged from 9 percent
EXCESS RESERVES OF MEMBER BANKS
Averages of daily figures for weeks ending Friday ; figures for
country banks and for all member banks are estimated.
at New York City banks to 35 percent at
country banks. The amounts of excess re-
serves held by the various classes of banks in
May were closely similar to those held in the
early weeks of 1934, as is shown in the chart,
but these amounts constituted a much smaller
proportion of required reserves, which have
increased as the result of a considerable
growth in deposits, as well as of the increase
in reserve percentages.
Since the beginning of 1937 there has been





nge! by important shifts in the
in bank deposits . ^ .
distribution ot deposits.
These changes in deposits had the result of
reducing required reserves by more than
$100,000,000 below what they would other-
wise have been. The declines occurred prin-
cipally in deposits of the United States Gov-
ernment and in interbank balances. Adjusted
demand deposits, which represent prin-
cipally deposits of individuals, corporations,
local governmental bodies, etc., declined
somewhat at New York City and Chicago
but showed little change elsewhere, while
time deposits and deposits of foreign banks
increased. Changes in various types of de-
posits at reporting member banks in leading
cities from the end of December to May 19
are shown in the table and from the begin-
ning of September 1934 in the chart.
CHANGES IN DEPOSITS AT REPORTING MEMBER BANKS
IN LEADING CITIES, DEC. 30, 1936, TO MAY 19, 1937








































At country banks, for which call report fig-
ures as of March 31 are the latest available
by types of deposits, adjusted demand de-
posits showed little change in the first three
months of this year, while United States Gov-
ernment deposits declined by $120,000,000,
and there was a small decline in bankers'
balances. Time deposits increased by about
$100,000,000.
Interbank deposits, which had increased
considerably from 1933 to 1936, with the
large growth in excess re-
serves held by banks, have
been substantially reduced
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ber banks in leading cities amounted to more
than $6,000,000,000 at the end of 1936, as
compared with an average of about $3,000,-
000,000 held for many years prior to 1933. By
May 19, 1937, they had been reduced to about
$5,100,000,000. Much of the previous ac-
cumulation of bankers' balances represented
the redeposit by banks with their city corre-
DEPOSITS AT MEMBER BANKS IN LEADING CITIES




spondents of funds received on deposit from
other banks. In previous years there had
been at banks in leading cities outside New
York large increases in balances due from
banks as well as in balances due to banks, and
this year there were decreases in both. Re-
porting member banks in leading cities re-
ported balances with other banks of less than
$1,800,000,000 on May 19, a decline of $560,-
000,000 since the end of December. It would
appear that in this period nonreporting banks
withdrew on balance more than $300,000,000
of their deposits from city correspondents.
These withdrawals of bankers' balances
reflected principally adjustments by member
banks to the increased reserve requirements.
Country banks in recent years have carried
a portion of their idle funds in excess re-
serves with Federal Reserve banks and a por-
tion on balance with correspondents. Banks
having insufficient excess reserves with the
Reserve banks to meet the increases in re-
quirements drew upon their balances with
other banks. Some banks probably also with-
drew balances to meet withdrawals of United
States Government deposits in this period.
Also in the early spring banks in agricul-
tural sections customarily draw upon their
balances to meet payments in urban areas for
seed, machinery, and other supplies and
equipment required by farmers in that sea-
son.
These withdrawals of bankers' balances
had the effect of increasing total reserves
at country and reserve city banks and of de-
creasing reserves at central reserve city
banks, but at the same time they reduced
required reserves at the central reserve city
banks and, since balances with correspond-
ents are deductible from gross demand de-
posits in computing net deposits subject to
reserve requirements, they resulted in an
increase in required reserves at other banks.
At country banks the increase in required
reserves resulting from withdrawals of bal-
ances from city correspondents largely coun-
teracted a reduction resulting from the loss
of Government deposits.
Treasury balances with depositaries other
than Federal Reserve banks declined from
nearly $1,000,000,000 at the
Decrease in
 end °f December to about
Treasury deposits $200,000,000 on May 19.
Deposits paid out by the
Treasury were redeposited at banks by the
recipients so that there would have been an
increase in other deposits, had this increase
not been offset through purchases by deposi-
tors of securities sold by banks. The reduc-
tion in bank deposits, therefore, corresponded
to decreases in bank holdings of United States
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Government obligations. Holdings of United
States Government obligations by reporting
member banks showed a decline of $930,000,-
000 between December 30 and May 19. Since
the volume of outstanding United States obli-
gations increased during the period, it is
apparent that purchases of United States
obligations by non-banking investors in-
creased substantially. Most of the purchases
of securities by investors were probably made
with funds that had been held idle, so that
these transactions did not result in a decrease
in the volume of active deposits.
The member bank call report for March
31, which has recently become available,
gives information on
Shifts in holdings of changes in the various
Government securities types of United States
Government securities
held by all classes of member banks. For
the first quarter of the year total holdings
of all member banks decreased by about
$800,000,000, following a reduction of some-
what more than $100,000,000 in the last half
of 1936. While the decline last year was en-
tirely at banks in New York, the decline this
year was at banks in Chicago and the other
reserve cities as well. A part of the decline
shown at Chicago banks on March 31 was
temporary, reflecting sales to customers over
a tax period. The following table shows hold-
ings on March 31, 1937, of different types of
Government securities by the various classes
of member banks and by Federal Reserve
banks, compared with the total outstanding
amount of the kinds of debt that banks cus-
tomarily purchase, together with changes
during the first quarter of this year.
Holdings of Treasury bonds by member
banks decreased by about $150,000,000, hold-
ings of notes by $500,000,000, and of bills
by $130,000,000. Sales of bonds by banks
in this period were larger than the decrease
shown as many banks exchanged notes for
bonds in March when notes were refunded
into bonds. Of the net reduction of $128,-
000,000 in holdings of bonds by New York
BANK HOLDINGS OF DIRECT OBLIGATIONS OF THE
UNITED STATES GOVERNMENT
[In millions of dollars]
Member banks:






















Change from Dec. 31, 1936


























1 Includes a small amount of U. S. Savings bonds purchased. 2 The decline in Chicago banks' holdings of bills is largely due to
temporary sales to customers over a tax period.
3 United States Government interest-bearing debt excluding U. S.
Savings bonds, Postal Savings bonds, and other special issues not
generally purchased by banks.
banks, $107,000,000 consisted of bonds ma-
turing after December 31, 1949, holdings of
which had increased in the last half of 1936.
The decline in holdings of Treasury notes
may be largely accounted for by the March
refunding, which reduced the . amount of
notes outstanding, although banks as a group,
including Federal Reserve banks, also sold
notes from their portfolios. The decline in
Treasury bill holdings is largely explained by
the sale of bills by Chicago banks to their
customers prior to the April 1 tax date. The
New York banks also reduced their holdings
of bills, while reserve city banks increased
their holdings. Changes in holdings of Gov-
ernment securities at country banks were
small.
The increase in the public debt outstanding
during the first quarter of 1937 was in United
States Savings bonds and various special is-
sues ; obligations usually purchased by banks
showed no increase until April. The amount
of Treasury bonds outstanding increased by
about $500,000,000, while notes decreased by
a similar amount. Since bank holdings de-
creased during the period, it appears that
other investors substantially increased their
holdings of Government obligations, espe-
cially of bonds.
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Increased borrowing at banks by commerce
and industry, which became substantial in
1936, continued during the early
Increase in months of 1937. Most of the in-
Dank loans crease in member bank loans dur-
the first quarter of 1937, as
shown by the call report for March 31, was in
loans to customers for commercial, industrial,
and agricultural purposes and in holdings of
acceptances and commercial paper bought in
the open market. There was also a small
increase in real estate loans, mostly at country
banks. Loans to brokers and dealers in se-
curities have shown a rising tendency since
last autumn, according to weekly figures, but
were about the same at the end of March as
at the end of December.
Commercial loans to customers, as meas-
ured by loans other than those on securities
or on real estate, have shown substantial in-
creases at member banks in the central re-
serve and reserve cities for the past year or
more. The following table gives the changes
in such loans by classes of banks during the
first quarter of 1937 and in the period since
March 4, 1936, the date of the spring call of
last year made about the time commercial
loans at member banks were beginning to
expand.
COMMERCIAL, INDUSTRIAL, AND AGRICULTURAL LOANS
TO CUSTOMERS BY MEMBER BANKS
[Amounts in millions of dollars]











































































NOTE.—Includes all loans other than loans on securities and on real
estate and loans to banks, acceptances and commercial paper bought,
foreign bills and own acceptances held by reporting banks.
At all member banks commercial, indus-
trial, and agricultural loans increased by
about $180,000,000 in the first quarter of
1937, and from March 31 to May 19 there has
been a further increase of about $140,000,000
at weekly reporting member banks. A large
part of this growth was at New York City
banks. The largest percentage increases in
these loans at reserve city banks in the quar-
ter were in the Cleveland, New York, and
Chicago districts, while decreases occurred in
the Dallas and Minneapolis districts. As com-
pared with March 1936 there were substantial
increases in New York City and Chicago, and
in the reserve cities of each district except
in the Minneapolis district.
At country banks the growth in commer-
cial, industrial, and agricultural loans, as
measured by so-called "other" loans,
amounted to over $50,000,000 in the first
quarter of 1937. The increase since March
of last year was much smaller at country
banks than at reserve city banks, both in
dollar volume and on a percentage basis.
During the year, however, country banks in
most districts increased their loans on real
estate and their holdings of open-market
paper, in addition to their other loans to cus-
tomers. From March 4, 1936, to March 31,
1937, total loans of country banks increased
by about $300,000,000 or by nearly 8 per cent.
Loans on securities declined by about $30,-
000,000, while loans on real estate increased
by over $100,000,000, most of which was on
urban property, other loans to customers in-
creased by nearly $150,000,000, and holdings
of open-market paper increased by $70,000,-
000.
The largest increases in loans at country
banks during the first quarter of this year
were in the Federal Reserve districts of
Boston, New York, Chicago, and Dallas. In-
creases also occurred in all other districts
except San Francisco. From March 4, 1936,
to March 31, 1937, there were substantial in-
creases in loans at country banks in all Fed-
eral Reserve districts except the three North-
eastern districts and the Minneapolis district.
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The amount of money in circulation has
continued to increase this year, reflecting in
large part increased de-
Increase in money mands for trade and for
in circulation payrolls. The amount of
growth from the seasonal
low point on January 27 to May 19—about
$80,000,000—was somewhat less than in the
corresponding period of 1935 and 1936, but
larger than was customary in that period
in pre-depression years. One factor account-
ing for a smaller increase this year was a
decline in vault cash holdings of banks, which
had increased slightly in the same period
of 1935 and 1936. Reporting member banks
in leading cities showed a decline in vault cash
of $60,000,000 from January 27 to May 19.
In this period currency outside reporting
member banks increased by about $140,000,-
000, compared with an increase of nearly
$190,000,000 in the same period of 1936 and
one of $120,000,000 in 1935.
Banks have held larger amounts of cur-
rency in recent years than was formerly cus-
tomary because with abundant excess re-
serves they had less incentive to return un-
needed currency promptly to the Reserve
banks. The recent increases in reserve re-
quirements have been responsible for the re-
duction in vault cash this year.
The principal increase in currency in cir-
culation this year, as shown in the following
table giving end-of-month figures, was in
coin and paper currency in denominations of
$20 and less, which are largely used for pay-
rolls and in retail trade. Currency of de-
nominations of $50 and $100 decreased this
year, compared with increases in 1935 and
1936, and the largest denominations showed
a smaller increase than in those years.
CHANGES IN MONEY IN CIRCULATION, BY DENOMINA-
TIONS, JANUARY 30-APRIL 30
[In millions of dollars]
Denominations
























1 Total excludes unassorted amounts held in Treasury and Federa]
Reserve banks and $1,000,000 of unknown denominations reported by
the Treasury as destroyed, which are included in the figures by de-
nominations.
Appointment of Chairman and Federal Reserve
Agent and of Deputy Chairman of the
Federal Reserve Bank of Atlanta
Effective May 27,1937, Mr. William H. Ket-
tig was designated as Chairman and Federal
Reserve Agent at the Federal Reserve Bank
of Atlanta for the period ending December
31, 1937.
Effective May 27,1937, Mr. F. H. Neely was
appointed as Deputy Chairman of the board of
directors of the Federal Reserve Bank of At-
lanta for the remainder of the current year.
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